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BANGLADESH - KEY ECONOMIC INDICATORS 


Unless otherwise noted, monetary values are shown in units of US$ 1 million. 
Fiscal years run July 1 - June 30. Exchanges rates: FY-85/86: $1.00 = Taka 
29.91; FY-86/87: $1.00 = Taka 30.64; and FY-87/88: $1.00 = Taka 31.24. 


FY-85/86 FY-86/87 FY-87/88 FY-88/89 


Projected* 
Domestic Economy 
Population (millions) TOL. 7 104.1 106.6 109:.2 
GDP (in current market prices)** 15,447 17, 597 19,327 21,059 
Per capita GDP (in current $’s) ** 251.9 169.0 181.3 192.8 
Consumer Price Index (% increase) 10.0 10.4 11.4 10.0 
Broad Money (% growth) a7 ok 16.3 13.3 £5.5 


Production & Employment 
Labor Force (est. millions) 4 Bs 


GDP growth rate (%) eS 
GDP growth by sectors (% change) 
Agriculture -1.1 
Manufacturing -0.7 
Construction/Utilities 
Services au 
Food Grain Production (mil.tons) 9 
Food Grain Imports (mil.tons) 20 
Food Grain Stocks (mil.tons) -98 
Gov’t Budget Deficit (% of GDP) -7.6 


Balance of Payments and Trade 
Merchandise Exports (FOB) 819 1,074 
Exports to U.S. 214 342 385 
Merchandise Imports (CIF) -2,364 -2,620 -2,987 
Imports from U.S. 170 ie 261 
Trade Balance -1,545 =], 546 -1,756 
Private Transfers (net) 586 731 788 
of which Remittances 555. 1 696.4 700 
Current Account Balance -1,084 -966 =L ii 
Foreign Aid Disbursements 1,306 1,595 1,641 
U.S. Bilateral Aid LTaie LiZiee 132.4 
- Development Assistance 75.2 80.8 58.5 
- PL-480 Food Aid 98.4 91.4 G39 
External Public Debt (year end) 6,853 7,867 9,709 
Debt Service Payments 470 567 456 
Debt-Service Ratio (as % 
of exports and pvte trans) 25.2 2438 2230 
Foreign Exchange Reserves (FY-end) 495 752 896 
as months of imports 2.5 3.4 3.6 


Principal U.S. exports (1986): Wheat, Rice, Soybean Oil, Cotton. 
Principal U.S. imports (1986): Garments, Jute, Shrimp, Frog Legs. 


SOURCES: Bangladesh Bank; Bangladesh Bureau of Statistics; International 
Monetary Fund (IMF); World Bank (IBRD). * Embassy estimates based on IMF 
and IBRD projections. **GDP and per capita GDP growth is overstated due to 
real appreciation in taka against the dollar. 





SUMMARY 


Bangladesh (formerly East Pakistan and East Bengal) is one of the poorest 
and most densely populated agrarian nations in the world. With annual per 
capita income less than $200, life expectancy at 55 years, and literacy 
estimated at only 33.5 percent, Bangladesh ranks among the world’s least 
developed countries. A rapidly growing labor force, unemployment exceeding 
30 percent, a low level of industrialization and an annual population 
growth rate of 2.4 percent are also factors inhibiting greater economic 
progress. 


Bangladesh’s economic growth has been unsatisfactory during the late 1980s, 
largely as a result of severe back-to-back flooding in 1987 and 1988. The 
floods caused extensive damage to the country’s economic and physical 
infrastructure. Although economic performance in the aftermath of the 
floods was better than initially expected, growth has not been sufficient 
to sustain per capita income levels. Economic growth fell from 4.7 percent 
in FY-86/87 to 1.8 percent in FY-87/88 (some sources put growth at 3 
percent for the year) and is projected at 2.1 percent in FY-88/89. 
Agricultural growth will be slightly negative (-0.4 percent), while 
manufacturing will grow by 5.4 percent for FY-88/89. 


Bangladesh’s external accounts position represents the economy’s bright 
spot. Export earnings, led by nontraditional exports such as garments and 
frozen seafood, surged by 14.6 percent in FY-87/88 and are projected to 
rise 5.6 percent in FY-88/89. This, together with overseas remittances of 
$700 million in FY-87/88 and a projected $751 million in FY-88/89, despite 
a reduction in aid disbursements, enabled Bangladesh to post a 
balance-of-payments surplus of $144 million in FY-87/88 and to project a 


$107 million surplus for FY-88/89. Meanwhile, the country’s foreign 
exchange reserves continued their upward trend, reaching $896 million in 
FY-87/88 and projected to surpass $1 billion for FY-88/89. Two-thirds of 
Bangladesh’s reserves consist of IMF credits. 


Public and private investment as percentages of GDP continued their 
downward march in FY-87/88. The government continued its efforts to 
liberalize trade regulations, promote private industrial growth, and 
encourage export-oriented industries by implementing reforms in investment 
sanctioning procedures and reducing some import restrictions. In January 
1989, Bangladesh created a new Board of Investment, designed to provide 
investors with essentially one-stop investment approvals. 


Donor-financed development projects offer opportunities for U.S. sales in 
Bangladesh, and some largely commercially financed areas, such as 
telecommunications and aircraft, also appear bright. So far during 
FY-88/89, U.S. companies have won sales contracts in the commercial 
aircraft, telecommunications, heavy machinery, and oil and gas equipment 
fields. In the wake of recent flooding, U.S. firms have found ready 
markets for wheat, edible oils, and raw cotton. 
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A. CURRENT ECONOMIC SITUATION AND TRENDS 


Background: Prior to its partition from India in 1947 and the formation of 
Pakistan, the economy of East Bengal, modern day Bangladesh, was linked to 
Calcutta where most of the region’s industrial and port facilities were 
located. During the Pakistan period, development lagged behind that of 
West Pakistan and the economy was dominated by ethnically different West 
Pakistanis who had succeeded the Hindu entrepreneurial elite which had 
largely departed in 1947. Following a bloody war of liberation which took 
a heavy toll on the country’s economy and physical infrastructure, 
Bangladesh achieved independence in December 1971. Since that time, it has 
remained heavily dependent on foreign aid, which today finances about one 
half of total government expenditures and exceeds the entire Annual 
Development Program budget. 


Multilateral development banks, principally the World Bank and Asian 
Development Bank, are the largest donors in Bangladesh. Major bilateral 
donors are Japan, the United States, Canada, the Federal Republic of 
Germany, and the United Kingdom. In FY-88/89, the United States will 
commit $140 million in development assistance and food aid programs to 
Bangladesh. Aid disbursements from all sources in FY-88/89 are projected 
to reach $1.5 billion, down from $1.6 billion in FY-87/88, due to problems 
with absorptive capacity and local currency shortages. New commitments for 
FY-89/90, either pledged at the April 18-19, 1989, Paris Consultative Group 
Meeting or yet to be made, may reach more than $2.2 billion. In addition 
to new annual commitments, Bangladesh has a large existing pipeline of over 
$5 billion in committed aid. 


Faced with mounting macroeconomic imbalances in the early 1980s, the 
government adopted a two-year stabilization program in FY-85/86, supported 
by a $195 million IMF Stand-by Arrangement. A three-year Structural 
Adjustment Facility (SAF) followed in FY-86/87. The adjustment strategy, 
which is also supported by various sector adjustment and investment credits 
from the World Bank’s International Development Agency (IDA), has focused 
on industrial and trade liberalization, domestic resource mobilization and 
financial sector reform. The SAF expired last month; preliminary 
negotiations for an Enhanced Structural Adjustment Facility (ESAF) are 
scheduled for this summer. The ESAF probably will be presented to the IMF 
board in October 1989. 


Economic Growth - Agriculture: Agriculture dominates the Bangladesh 
economy, employing roughly 60 percent of the country’s work force and 
contributing about 46 percent (in FY-87/88) of GDP. Food grains production 
decreased only slightly in FY-87/88 and is projected to increase marginally 
in FY-88/89. Overall agricultural performance in both years was poor (down 
1.1 percent in FY-87/88 and 0.4 percent in FY-88/89). Jute output fell by 
almost 35 percent in FY-87/88, continuing a long-term trend, as increasing 
containerization of cargoes, reduction in bulk cargoes (both of the 
foregoing reduce use of jute bagging), and a shift away from jute toward 
synthetics in carpet backing, have reduced jute markets. 
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Raising food grain production to attain food self-sufficiency has been a 
long-time goal of the Bangladesh Government. However, growth throughout 
the 1980s has been modest owing to the frequency of droughts and floods, 
limited arable land, insufficient use of improved seeds and fertilizers, 
and lack of proper drainage and flood control infrastructure. Some 
progress has also been made during the past two years in reducing 
agricultural input subsidies and in privatizing the retail and wholesale 
distribution of fertilizer. 


Heavy flooding during September 1988 destroyed over $1 billion in economic 
infrastructure (according to a study of the United Nations Development 
Program), damaged the main rice crop and took an estimated 1,600 lives. 
The government responded quickly with an extensive program to help farmers 
replant much of the crop area and announced a crop intensification program 
for the winter wheat and rice crops. The government also arranged for 
imports of 2.9 million tons of food grain in FY-87/88 and will import 

a projected 2.3 million tons in FY-88/89. The Government has further 
contributed to ensuring food security through the operation of the Public 
Food Distribution Systen. 


As a result of these measures, aggregate foodgrain production in FY-88/89 
is now projected to reach a record 16.6 million metric tons. A drought in 
parts of the country, lasting into May 1989, may reduce that figure 
somewhat. Public food grain stocks are expected to reach almost 1.5 
million metric tons. Overall, agricultural production in FY-88/89 is 
expected to decrease slightly, due to the continued fall in jute production. 


Economic Growth-Manufacturing: In FY-87/88, the manufacturing sector, 
which accounted for 10 percent of GDP and employs about 10 percent of the 


labor force, contracted by 0.7 percent. Jute textile production fell by 
about 3 percent, while cotton yarn production increased by about 3.5 
percent. Growth in other sectors (food processing, basic metals, 
chemicals, and tobacco) was low or negative. Political unrest resulted in 
the loss of over 30 production days to hartals (political strikes called by 
opponents of the Ershad regime) and partly accounts for the poor industrial 
performance. 


Improvements in the investment climate since the introduction of the New 
Industrial Policy of 1982 initially led to greater private sector 
investment in manufacturing, particularly in textiles, ready-made garments 
and food processing. However, in recent years, the ratio of private 
investment to GDP has steadily declined, reaching a low of 5.9 percent in 
FY-87/88. Weak effective demand for industrial goods following poor crop 
results and falling jute prices, credit stringencies, and recurrent 
political uncertainties have all contributed to this downward trend. 


In an effort to spur both domestic and foreign private investment, the 
Bangladesh Government created a new Board of Investment (BOI) on January l, 
1989. The BOI is designed to ease the investment approval process by 
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concentrating authority for almost all approvals needed to set up an 
investment in a single body. While government officials appear determined 
to simplify approval procedures and reduce red tape, the BOI incorporates 
the entire staff of the previous investment sanctioning body, the 
Department of Industries. It is premature at this time to forecast the 
ultimate success of the new organization. 


In the area of public enterprise reform, over 650 industrial units have 
been privatized since the mid-1970s, leaving 160 firms, or 40 percent of 
industrial fixed assets, in public sector hands (compared with almost 90 
percent in the early post-independence period). Despite reforms, however, 
the financial performance of public sector enterprises, in general, has 
remained unsatisfactory. The government has continued the trend toward 
privatization in FY-88/89, e.g., enacting legislation to reduce government 
participation in the energy sector during the fiscal year by transforming 
the Bangladesh Oil, Gas and Minerals Corporation into a holding company 
with public and private sector board members for government-owned oil and 
gas firms. The Government has attempted to convert Bangladesh Telephone 


and Telegraph into a holding company with limited private participation in 
the company. 


Industrial growth for FY-88/89 is projected at 5.4 percent. Weak domestic 
demand, the result of severe floods in 1987 and 1988 and of a January to 
April 1989 drought, may reduce industrial growth. Export growth also 
slackened in the third quarter of FY-88/89. 


Fiscal _ and Monetary Trends: Bangladesh’s financial system expanded rapidly 
in the 1980s, playing an important supporting role in the country’s 
economic growth. By the end of FY-85/86, however, this expansion was 


accompanied by a range of problems manifested in the low quality of loans 
and poor credit recovery rates which, by the end of FY-85/86, threatened 
the viability of the public sector banking systen. 


In late 1986, in an effort to restore credit discipline, the government 
undertook a loan recovery program as one of the structural adjustment 
initiatives. Credit repayment was significantly improved. In an effort to 
build on the successes of the credit recovery program, the World Bank and 
the U.S. Agency for International Development (USAID) have designed a 
Financial Sector Credit Program, in which the Bangladesh Government is 
expected to agree to undertake banking reforms in return for about 

$200 million dollars in balance-of-payments support. The loan may be 
approved as early as FY-89/90. Following the 1988 floods, agricultural 
crop and term loan payments were rescheduled to ease the burden on farmers, 
and new agricultural credits were made available. The new credits were not 
initially well received by a banking sector already suffering from excess 
liquidity. Domestic credit and money supply growth during the first nine 


months of FY-88/89 were moderate, below figures for the same period one 
year earlier. 





The government budget deficit as a percentage of GDP fell to 7.5 percent in 
FY-87/88, down from 8.4 percent in FY-86/87. Paradoxically, local currency 
shortages resulting from higher-than-budgeted flood rehabilitation 
expenditures and reduced excise tax revenues account for the fall in the 
budget deficit. Much the same scenario is playing itself out during 
FY-88/89. Lower revenue and higher flood rehabilitation expenditures have 
placed the Bangladesh Government in a budget crunch. The net effect is 
likely to be low Annual Development Plan and foreign aid utilization, again 
resulting in a reduction in the fiscal deficit. The World Bank projects 
that the FY-88/89 fiscal deficit will fall further to 6.8 percent of GDP. 


The average annual rate of inflation rose to 11.4 percent in FY-87/88, 
despite lower money growth. Housing costs, which rose by 17.6 percent, 
were responsible for most of the increase. Food prices increased by 10.1 
percent, slightly behind the general index, in part due to timely 
government intervention during the 1987 floods. Projections put the rate 
of inflation for FY-88/89 at about 10 percent, a result of the government’s 
moderate money supply growth policy and diminished purchasing power in the 
countryside caused by successive floods. Reduced real import prices caused 
by the increasing strength of the real taka and a decline in international 
oil prices will also moderate inflationary pressures. 


The Bangladesh Government has moved to liberalize its foreign exchange 
policy recently. The government permits a legal Secondary Exchange Market 
(SEM), in addition to the official exchange market, to operate in the 
country and has funneled a larger and larger share of imports through the 
SEM. During the FY-87/88 nearly 80 percent of all non-aid imports (or 
about half of all imports) were financed through the Secondary Exchange 


Market (SEM), up from 65 percent (33 percent of all imports) in FY-86/87. 
As part of its Structural Adjustment Facility with the IMF, the Bangladesh 


Government has reduced the gap between the official and SEM rates to about 
2 percent. 


Trade: Imports: Bangladesh’s import bill grew by $367 million (about 14 
percent) to $2.99 billion in FY-87/88, primarily reflecting increased food 
grains purchases (an increase of $216 million in value terms, or 70 percent 
in volume terms) in the wake of September 1987 flooding. Cotton imports 
also doubled during the year. Capital machinery imports fell by about 15 
percent. Bangladesh import policy for FY-87/88 consisted of a bewildering 
combination of liberalizing and restrictive measures. Bangladesh continued 
its move towards import liberalization with a reduction in the number of 
goods expressly banned for import into the country. The government also 
simplified some procedures involved in the import of items. However, 
Bangladesh also moved to restrict the import of cotton and synthetic 
fabrics to 100 million square meters per year for the domestic market and 
to ban the import of mosquito coils and certain machine tools. During 
FY-87/88, Bangladesh’s commodity terms of trade improved slightly. 
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For FY-88/89, imports are projected to increase by 5.5 percent to nearly 
$3.15 billion. Food grain imports are likely to retain a healthy share of 
imports, a result of the September 1988 flooding and an ongoing drought 
during the first four months of 1989. Despite Bangladesh’s recent 
agricultural problems, the government has announced a plan to reach 
self-sufficiency in food grains by 1995. Bangladesh has also announced a 
policy to achieve fabric self-sufficiency during the 1990s, a feat which, 
if accomplished, could reduce significantly cotton fabric imports used in 
the ready-made garment export sector. Because Bangladesh grows little of 
its own cotton, fabric self-sufficiency would open markets for raw cotton 
imports. 


Trade: Exports: In FY-87/88, export earnings increased by $157 million 
(or 14.6 percent in current dollars) reflecting a surge in exports of 
leather goods, ready-made garments and frozen seafood. Earnings from 
nontraditional exports (ready-made garments, and seafood) rose by 34.5 
percent in U.S. dollar terms and accounted for $710 million or almost 60 
percent of total export earnings. Worldwide demand for Bangladesh’s 
traditional exports, particularly jute goods, raw jute, and tea, has been 
declining in recent years as has the contribution of these products to 
overall export earnings. 


The government has taken a number of steps to encourage export growth with 
reforms aimed at ensuring duty-free status for imported inputs, providing a 
more favorable exchange rate and easier access to export financing, and 
developing backward linkages. In addition, the export performance benefit 
entitlement, a government scheme which allows exporters to sell foreign 
exchange earnings in the secondary market, has now been extended to all 
export products except raw jute and unprocessed leather. The export 


promotion bonus, however, is paid on a percentage of the gap between the 
exchange rate prevailing in the Secondary Exchange Market and the official 
rate. Business leaders have complained that as the gap between the two 
rates has narrowed to less than 2 percent in March 1989 the export 
promotion bonus has been reduced significantly. 


The fastest growing exports in FY-87/88 were ready-made garments, which 
registered a 59.6 percent improvement over FY-86/87 levels (garment export 
volume rose by 30 percent) and accounted for total earnings of $412 
million. The United States, which continues to be Bangladesh’s principal 
customer for ready-made garments, accounted for 63 percent of Bangladesh 
garment exports in FY-87/88, a drop of about 15 percent below market share 
in FY-86/87. Bangladesh has successfully diversified its garment exports 
by increasing substantially its exports to Europe. Local garment 
industries, still heavily dependent on raw material imports, are being 
encouraged to increase value-added in Bangladesh by using locally made 
inputs such as packaging, cloth, buttons, etc. The Bangladesh Government 
currently sets aside 10 percent of its U.S. quota for garment exports to 
firms using Bangladesh-produced cloth. However, according to industry 
sources, only about one-half of the 10 percent set-a-side is filled by 
Bangladesh-produced fabric. 
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Total exports for FY-88/89 are now estimated at $1.3 billion, or about 5 
percent above FY-87/88 levels. Preliminary export statistics for the first 
eight months of FY-88/89 show about a 4.2 percent improvement above 
FY-87/88 figures for the same period. Earnings from frozen foods (mostly 
seafood) registered a 30.6 percent increase over eight-month figures for 
FY-87/88. Nearly all other product categories showed low or negative 
growth for the period. Many Bangladesh economists find alarming the 
prospect of a slowdown in Bangladesh’s export growth. Bangladesh’s export 
performance and external accounts position have been the only consistently 
bright spots on the country’s economic horizon, and many economists see 
export driven growth (as in Taiwan, Hong Kong, South Korea, and Singapore) 
as the best route towards development. 


External Accounts: In order to support trade liberalization and promote 
nontraditional exports, the Bangladesh Government has been following a 
policy of flexible exchange rate management. The official exchange rate, 
which is pegged to a basket of currencies of major trading partners, 
depreciated by 1.6 percent during FY-87/88 and has continued to depreciate 
in FY-88/89. The real effective exchange rate, which takes domestic and 
foreign inflation into account, has remained stable or may have even 
increased, in light of Bangladesh’s 11.4 percent inflation during 
FY-87/88. In the relatively free secondary market, the exchange rate 
appreciated slightly by 0.3 percent. Progress has thus been made towards 
exchange rate unification, as mentioned earlier. 


Remittances from earnings of Bangladeshi workers abroad, which constitute 
an important source of national income and savings, rose in FY-87/88 by 

$40 million or 5.7 percent to a level of $737 million, an all-time high. 
These record earnings are officially attributed to the effectiveness of the 
government’s anti-currency smuggling campaign as well as to other efforts 
designed to encourage the use of legal channels for the remittance of 
foreign-earned income. In addition, with the contraction of oil revenues 
in the Middle East, lower paid Bangladeshi workers increasingly appear to 
be taking the place of other, more expensive contract workers from 
elsewhere in Asia. Remittances in FY-88/89 are already running about 7 


percent above target and could surpass the World Bank’s projection of $751 
million. 


Bangladesh’s overall balance of payments continued to improve in FY-87/88, 
recording a surplus of $144 million. This was primarily attributable to 
strong export performance, increased remittances, and the continued inflow 
of foreign balance-of-payments support (mostly from the IMF). As a result, 
gross reserves rose to a record level of $896 million, equivalent to 3.6 
months of merchandise imports. The external current account deficit 
increased slightly to 5.8 percent of GDP. At the end of calendar year 1987 
Bangladesh’s total external debt stood at $8.9 billion, equivalent to 46.1 
percent of GDP, up from 44.6 percent six months earlier. The debt-service 
ratio fell slightly to 22.6 percent of merchandise exports plus remittances. 
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In FY-88/89, the balance-of-payments situation is expected to be 
satisfactory although somewhat less favorable than it was in FY-87/88. 
While the current account deficit is projected to widen marginally to about 
$1.232 billion, or 6.3 percent of GDP, continued improvements in export 
earnings and workers’ remittances are expected to result ina 
balance-of-payments surplus of about $107 million. Gross reserves, in 
turn, are expected to rise to $1,003 million by the end of FY-88/89, 
equivalent to 3.8 months of import coverage. The debt-service ratio is 
projected to increase slightly to 23.5 percent of merchandise exports and 
remittances. 


IMPLICATIONS FOR THE UNITED STATES 


United States-Bangladesh Trade: According to the Bangladesh Bureau of 
Statistics figures, the United States imported goods valued at $385 million 
from Bangladesh in FY-1987/88, about 12.6 percent more than in FY-86/87. 
U.S. exports to Bangladesh during FY-87/88 were about $261.3 million, about 
51 percent higher than one year earlier. The U.S. share of total 
Bangladesh imports increased from 7.7 percent in FY-86/87 to 8.9 percent in 
FY-87/88. The U.S. share of exports fell from about 31 percent in FY-86/87 
to 29 percent in FY-87/88. Bangladesh has enjoyed a trade surplus with the 
United States since 1986, due primarily to continuing growth in the 
ready-made garment sector. While Bangladesh garment exports to the United 
States have continued to grow, the country has looked to expand into other 
markets and successfully reduced the share of garment exports destined for 
the U.S. market from 80 percent in FY-86/87 to 62 percent in FY-87/88, 
partly in response to U.S. Government encouragement. 


Principal U.S. exports to Bangladesh have ranged from aid-financed 
commodities, such as food grains, soybean oil, cotton, and some electrical 
equipment, to commercial sales of aircraft and oil and gas equipment. In 
March 1989, the United States sold more than 250,000 tons of wheat to 
Bangladesh under the U.S. Department of Agriculture Export Enhancement 
Program (EEP). In April 1989, an additional 30,000 tons under EEP were 
sold. Flooding during FY-87/88 and a drought during the first four months 
of 1989 have contributed to strong Bangladesh demand for U.S. food grains. 
In January 1989, a U.S. firm sold Bangladesh national airline Biman a large 
passenger aircraft. Bangladesh’s principal exports to the United States 


include garments (by far the most important), jute products, and frozen 
seafood. 


Several years ago, the U.S. Export-Import Bank (Eximbank) opened a program 
in Bangladesh in support of several major U.S. sales. These included an 
onshore oil drilling rig and the passenger aircraft for Biman. Eximbank’s 


support was crucial in arranging the sale of the McDonnell Douglas DC-10-30 
to Biman. 
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Investment: The government’s commitment to attract foreign investment is 
underscored by the formation in January 1989 of a new Board of Investment 
designed to speed the investment approval process. The BOI, as it is 
known, is designed to provide one-stop approvals for investors seeking to 
open new businesses in Bangladesh. Another sign of the government’s 
interest in private sector development was given by the release of the 
Revised Industrial Policy in 1986. This policy increased the number of 
sectors open for private investment and liberalized the bureaucratic 
procedures for securing investment approvals. Legal protection for foreign 
investors is provided by the Foreign Private Investment (Promotion and 
Protection) Act of 1980, which guarantees against expropriation or 
nationalization. The United States and Bangladesh also signed a bilateral 
investment treaty in 1986, to go into effect within 30 days after the June 
25, 1989 exchange of ratifications. While 100 percent foreign-owned 
investment is permitted in principle, joint venture arrangements are 
generally preferred. 


The total value of U.S. investment in Bangladesh is estimated at about $50 
million. This is concentrated in the physical assets of a life insurance 
company, one vegetable oil processing and storage plant in Chittagong, the 
manufacturing operations of three pharmaceutical firms and one sewing 
machine company as well as in the financial assets of one bank. One U.S. 
pharmaceutical firm substantially expanded the size of its operations in 
Bangladesh in 1989. American Express maintains commercial banking 
operations in Dhaka and Chittagong while Citicorp opened a representative 
office in Dhaka in early 1987. 


Bangladesh has one export processing zone (EPZ), which was established in 
1983 and is located in the port city of Chittagong. The government also 


has plans to set up additional EPZ’s in Dhaka, adjacent to the airport, and 
later in the second major port city of Khulna. Chittagong’s EPZ remains 
troubled by low capacity utilization, and development of the Dhaka and 
Khulna zones has been delayed several times. There are presently 22 
industries operating in the Chittagong EPZ including four U.S. firms (one 
garment factory and three specialized textile manufacturers). 


The U.S. Overseas Private Investment Corporation (OPIC) provides insurance 
to a number of U.S. firms operating in Bangladesh and has recently expanded 
its efforts to generate support for additional U.S. investment in 
Bangladesh. 


Opportunities for U.S. Firms: Opportunities for U.S. commercial sales are 
closely linked to donor financing with the best prospects for major sales 
arising from World Bank and Asian Development Bank financed projects. 
Virtually all bilateral donors tie significant portions of their project 
and commodity aid to home country or less-developed-country sources. 
However, solid commercial opportunities do exist in Bangladesh for U.S. 
businesses willing to take the time and energy to pursue then. 
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During 1988 and early 1989, U.S. firms won contracts for sales of aircraft, 
agricultural commodities, oil equipment provision, road rehabilitation 
supervisory services, aluminum refractory and power generating equipment, 
among other areas. U.S. consultants are providing advice on rural finance, 
agricultural inputs, water resource planning, rural electrification, inland 
water transport and fertilizer distribution projects. 


Business opportunities for U.S. firms exist in the telecommunications, 
agricultural commodity, air transportation, and energy sectors. U.S. 
electrical equipment manufacturers have won contracts to supply equipment 
to Bangladesh’s Rural Electrification Program, a project designed and 
funded in part by the U.S. Agency for International Development. The 
Bangladesh Power Development board plans to double its generation capacity 
by 1995, providing a large potential market. U.S. firms have successfully 
marketed multimillion dollar oil rigs to the Bangladesh Oil, Gas and 
Minerals Corporation, as well as smaller ticket oil field equipment. 
Bangladesh is actively encouraging international oil companies to sign 
exploration and coproduction agreements. 


Telecommunications is an area of promise for U.S. firms. Bangladesh 
Telephone and Telegraph (BT&T) plans to expand service dramatically within 
the next decade. If untied financing can be found, BT&T’s planned 
expansion should offer opportunities for U.S. telecommunications firms. 
The United States continues to supply a large part of Bangladesh’s food 
grains needs, either though the P.L. 480 program or through commercial 
sales. The Department of Agriculture has made the Export Enhancement 
Program available for Bangladesh. Finally, occasional opportunities exist 
for U.S. suppliers in the air transportation sector, as in the case of the 
recent aircraft sale to Biman Airlines by a major U.S. aircraft builder. 


Biman may need to purchase further aircraft to replace three Boeing 707s 
which it sold in early 1989. Other opportunities, particularly in airport 
and aircraft control systems, are likely to present themselves in this 
sector on an intermittent basis. 








